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EXHIBIT INDEX 

Listed below are the exhibits which are filed as a part of this Report (according to the number assigned to them in 
Item 601 of Regulation S-K): 

2 - Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession: 
2.1 Reorganizatioo Agreement among LibeIty Media Corporation, Discovery Holding Company (“DHC‘) and 

Ascent Media Group, Inc. (incorporated by reference to Exhibit 2.1 to DHC‘s Registrarion Statement on 
Form IO, dated July 15, ux15 (File No. 000-5l205) (the “Form IO”)). 

Restated Certificate of Incorporation of DHC (incorporated by reference to Exhibit 3.1 to the Form IO). 
Bylaws of DHC (incorporated by reference to Exhibit 3.2 to the Form IO). 

3 - Articles of Incorporation and Bylaws: 
3.1 
3.2 

4 - Insrmments Defining the Rights of Securities Holders, including Indentures: 
4.1 

4.2 

4.3 

Specimen Certificate for shares of the Series A common stock, par value S.01 per share. of DHC 
(incorporated by reference to Exhibit 4.1 lo the Form IO). 
Specimen Certificate for shares of the Series B wmmon stock, par value $.OI per share, of DHC 
(incorporated by reference to Exhibit 4.2 to the Form IO). 
Rights Agreement between DHC and EquiServc Tmst Company, N.A.. as Rights Agent (incorporated by 
reference to Exhibit 4.3 to the Form IO). 

The Shareholders Agreement, dated as of November 30, 1991 (the “Stockholders’ Agreement”), by and 
among Discovery Communications, Inc. (“Discovery”), Cox Discovery, Inc. (“Cox”), Newschannels TDC 
Investments, Inc. (‘T.lewChannels”). TCI Cable Education. Inc. (“TCID’? and John S. Hendricks 
(“Hendricks’) (incorporated by reference to Exhibit 10.1 to the Form IO). 
First Amendment to the Stockholders’ Agreement, dated as of December 20, 1996, by and among 
Discovery, Cox Communications Holdings, Inc. (the successor to Cox), Newhouse Broadcasting Corparation 
( the successor to NewChannels), TCID, Hendricks and for the purposes stated therein only, LMC Animal 
Planet, Inc. (“ulc“) and Liberty Media Corporation, a Colorado corporation (“Liberty”) (incorporated by 
reference to Exhibit 10.2 to the Form IO). 
Second Amendment to the Stockholders’ Agreement, dated as of September 7, 2o00, by and among 
Discovery, Cox Communications Holdings, Inc. (the s u c c e s ~ l ~  to Cox), AdvanceNewhouse Programming 
F’ainersbip (the successor to NewChannels). LMC Discovey, Inc. (formerly known as KlD) and Hendncks 
(incorporated by reference to Exhibit 10.3 to the Form IO). 

10.4 Third Amendment to the Stockholders’ Agreement, dated as of September, 2001, by and among Discovery, 
Cox, NewChannels, TCID, Hendricks and Advance Programming Holdings Corp. (incorporated by reference 
to Exhibit 10.4 to the Form IO). 
Fourth Amendment to the Stockholders’ Agreement, dated as of June 23.2003. by and among Discovery, 
Cox NewChannels, TCID, Liberty Animal, Inc. (the successor in interest lo LMC) for the pu~poses stated in 
the First Amendment to the Stockholders’ Agreement, and Heodricks (incorporated by reference to 
Exhibit 10.5 to the Form IO). 
Form of Tax Sharing Agreement between Liberty Media Corporation and DHC (incorporaled by reference to 
Exhibit 10.6 to the Fom IO). 
Discovery Holding Company 2005 Incentive Plan (incorporated by reference to Exhibit 10.7 to the Form IO). 
Discovery Holding Company 2005 Non-Employee Director Plan (incorporaled by reference to Exhibit 10.8 
to the Form IO). 
Discovery Holding Company Transitional Stock Adjustment Plan (incorporated by reference to Exhibit 10.9 
to the Form IO). 

10 -Material Contracrs: 
10.1 

10.2 

10.3 

10.5 

10.6 

10.7 
1U.8 

10.9 

. .  -~%.% 
10.1 1 Agreement, dated June 24, 2005, ktween Discovery and DHC (incorporated by reference to Exhibit 10.11 

to the Form IO). 
10.12 Indemnification Agreement, dated as of lune 24.2005, between Cox and DHC (incorporated by reference to 

Exhibit 10.12 to the Form IO). 
10.13 Indemnification Agreemen\ dated as of June 24, 2W5, between NewChannels and DHC (incorporated by 

reference to Exhibit 10.13 to the Form IO). 
10.14 Form of Indemnification Agreement with Directors and Executive Officers (incorporated by reference to 

Exhibit 10.14 to the Form 10). 
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21  subsidiaries of Discovery Holding Company, fded herewith. 
23.1 
23.2 
31.1 
31.2 
31.3 

Consent of KPMG LLP, fded herewith. 
Consent of PricewaterbouseCoopen LLP, filed herewith. 
Rule 13a-l4(a)/15d- I q a )  Certification, fded herewith. 
Rule 13a-l4(a)/ISd - 14(a) Certification. fded herewith. 
Rule 13a-l4(a)/15d - 14(a) Certification, filed herewith. 

32  section 1350 Certification, fded haewith. 
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EXHIBIT 31.1 

CERTIFICATION 

1. John C. Malone, cemfy that 

1. I have reviewed this annual report on Form 10-K of Discovery Holding Company; 

2. Based on my knowledge, this annual repon does not contain any u n m e  statement of a mataial fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the mod covered by this annual repat; 

3. Based on my knowledge, the financial statements and other financial information included in this annual 
report fairly present in all marenal respects the financial condition, results of operaions and cash flows of the 
registrant as of, and for, the periods presented in this annual report: 

4. ‘The registrant’s other certifying officers and 1 me responsible for establishing and maintaining disclosure 
controls and p m e d u e s  (as defined in Exchange Act Rules l 3 a - W ~ )  and 15d-I5(e)) and internal conlrol over 
financial reporting (as defined in Exchange Act Rules 13a-15(0 and 15d -l5(f)) for the registrant and we have: 

a) designed such disclosure controls and procedues, or caused such disclosure controls and procedures 
to be designed under o u  supervision, to ensue that material information relating to the registran~ including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this annual report is being prepared; 

b) designed such internal conlrol over financial reporting, or caused such internal control over fmancial 
reporting to be designed under o u  supervision, lo provide reasonable a s s m c e  regarding the reliability of 
fmancial reporting and the preparation of fmancial statements for external purposes in accordance with 
generally accepted accounting principles; 

c)  evaluated the effectiveness of the registrant’s diwlosun controls and procedures and presented in this 
annual report OUT conclusions about the effectiveness of the disclosure conidols and mccednres as of the end of 
the ~ r i o d  covered by this annual report based on such evaluation; and 

d) disclosed in this annual report any change in the registrant’s internal control over fmancial reporting 
that occurred during the repistrant’s most recent fscal quarter (the registrant’s fourth f m l  quaner in he case 
of an annual report) that has materially affected, or is reasonably likely to materially affect, the regismnt’s 
internal control over fmancial reporting; and 

5. The registrant’s other certifying officers and I have disclosed. based on OUT most lecent evaluation of 
internal convol over fmancial r ep l ing ,  to the registrant’s a u d i t a  and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over 
fmancial reponing which arc reasonably likely to adversely affect the regislrant’s ability to record, process, 
summarim and report fmancial information; and 

b) any fraud, whether 01 not material, that involves management 01 other employees who have a 
significant role in the registrant’s internal control over fmancial reporting. 

Date: February 28, 2007 is/ John C. Malone 
John C. Malone 
chief Executive Officer 



EXEUBIT 31.2 

CERTIFICATION 

I, David J.A. Flowers, certify that: 

1. I have reviewed this annual mpm on Form 10-K of Discovery Holding Company; 

2. Based on my knowledge, this annual report does not contain any u n m e  statement of a material fact or omit 
to state a material fact necessary to make the statemenb made, in light of the circumslances under which such 
statements were made. not misleading with respect to the period covered by this annual report; 

3. Based on my knowledge, the financial statements and otha financial information included in this annual 
repon fairly present in aU material respects the fmancial condition, results of operations and cash flows of the 
registrant as of, and for, the periods presented in this annual report; 

4. 7he registrant’s other certifying officers and I are responsible for establishing and mainlaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-l5(e)) and iotemal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(0 and 15d -15(f)) f a  the registrant and we have: 

a) designed such disclosure contmls and procedures, or caused such disclosure controls and procedures 
to be designed under OUT supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this annual repon is k i n g  prepared, 

b) designed such internal control over financial reporting, or caused such internal control over fmancial 
reporting to be designed under our supervision, to provide reasonable assumnce regarding the reliability of 
fmancial reponing and the preparation of fmancial statements for external puqmses in accordance with 
geoerally accepted accounting principles; 

c) evaluated the effectiveness of the registrant’s disclosure controls and pmedures and presented in this 
annual report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of 
the period covered by this annual repon based on such evaluation; and 

d) disclosed in this annual report any change in the repiswnt’s internal conml over fmancial reporting 
that occurred during the registrant’s most recent fiscal q m e r  (the registrant’s fourth fiscal quarter i n  the case 
of an annual repon) that has materially affected, or is reasonably liiely to materially affect, the registrant-s 
internal control over financial repating; and 

5 .  The registrant’s o t h a  certifying officers and I have disclosed, based on OUT most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registraot’sboaxd 
of directors (or persons performing the equivalent function): 

a) all significant deficiemies and material weaknesses in the design or opaation of intemal control over 
-v affe~t the reeistrant’s ability to record, process, 
summarize and report financial information; and 

b) any fmud, whether or not material, that involves management 01 other employees who have a 
signifcant role in the registrant’s internal control o v a  fmancial reporting. 

Date: February 28, 2007 /d David J.A. Flowers 
David I.A. Flowers 
Senior Vice President and Treasurer 



EXHIBIT 31.3 

CERTIFICATION 

I, Christopher W. Shean, certify that: 

1. 

2. 

I have reviewed this annual report on Form 10-K of Discovery Holding Company; 

Based on my knowledge, c i s  annual repm does not contain any untroe statement of a material fact or omit 
tu stale a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made. not misleading with respect to the period covered by this annual report; 

3. Based on my knowledge, the financial statements and other financial information included in this annual 
rcport fairly present in all material respects the financial condition. results of operations and cash flows of the 
registrant as of, and for, the periods presented in this annual report; 

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-I5(e) and 15d-l5(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(0 and 15d -15(0) for the registrant and we have: 

a) designed such disclosure controls and pmcedues. or caused such disclosure controls and procedures 
to be designed under o w  supervision, to ensue that material infomation relating to the registrans including its 
consolidated subsidiaries. is made known to us by others within those entities, particularly duriog the period in 
which this annual r e p r t  is being prepared, 

h) designed such internal control over financial reporting, or caused such internal control over fmancial 
reporting to be designed under OUI supervision, to provide reasonable assumce regarding the reliability of 
fmancial reporting and the preparation of fmancial statements for external purposes in accordance with 
g e n e d y  accepted accwnting principles; 

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and preseuted in this 
annual repm ow conclusions about the effectiveness of the disclosure controls and procedures as of the end of 
the period covered by this annual report based on such evaluation; and 

d) disclosed in this annual report any change in the registrant’s internal contml over fmancial reporting 
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter io the case 
of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 

5.  ?he registrant’s other certifying officers and I have disclosed, based on ow most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performiog the equivaleot function): 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over 
fmancial reporting which are reasonably likely to adversely affeft the registrant’s ability to record, process, 
summarize and report financial information; and 

h) any fraud. whether or not material. that involves management or other employees who have a 
significant role in the registrant’s internal control over fmancial reporting. 

Date: February 28, 2007 ,J (Instopher W. Shean 
(hnctonhcr W. Shcan 
Senior Vice Resident and Controller 



Exhibit 32 

Certification 

Pursuant to Section 906 of tbe Sarbancs-(hiley Act of 2002 
(Suhectinnv la) and (b) of Section I3S0, Chapter 63 01 Title 18, L’niled Stater Code) 

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 
of title 18. United States Code), each of the undersigned officers of Discovery Holding Company, a Delaware 
corporation (the “Company’7, does hereby cenify, to such officer’s howledge, that: 

The AnnualReportonFoxm IO-KfortheperiodendedDecember31,2006(the‘~om 1QK”)oftheCompany 
fully complies with the requirements of section 13(a) 01 15(d) of the Seamities Exchange Act of 1934 and 
infomation contained in the Fom 10-K fairly presents, in all material respects, the financial condition and results 
ofopnationsoftheCompanyasofDecember 31.2006and2005andforthe~yearsendedDecember31.2006. 

Dated: February 28, 2007 

Dated: February 28, 2007 

Dated: FehNary 28, 2007 

/d John C. Malone 
John C. Malone 
Chief Executive Officer 

Id David 1.A. Flowers 
David J.A. Flowers 
Senior Vice Resident and Treasurer 
(Pnncipal Fmancial Officer) 

Id Christopher W. Shean 
Christopher W. Shean 
Senior Vice President and Conholler 
(principal Accounting Officer) 

Ihc faregoing ccnlficmon is bemg M i s h e d  wlelg pursuant lo \allon 906 d the Sarbanes-Oxley AcI of ZUJZ 
r,uhsccuonr (a) and (b) of =tion 1350. chaprcr 63 uf tlllc 1X. Umrd Stater Ccdc) and is mat k i n g  filed JC pan of 
thc Furm IO-K or as a w.pardlc d ~ l o r u r r .  Jrrumcnt. 
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PART I 

I?umL EuI&uJl. 
(a) Gmaal D c v c l ~ ~ m c n i  of Business 

Discovery Holding Company wm incorporated in the state of Delswarc on March 9.2005 BI a wholly-owned 
subsidiary of L~hny MEdia Corporation. which wc referlo es U M y .  On July 21. ?M5. Libmy compistcd the spin off 
of Disco~ery  Holding Company to U W r  shadolderr.  In the rpln off. each hold- of L i b a y  cornmoo r f a k  rcccived 
3.10ofasharcofourScnc~Acommonrtockf~oycachsharcoltibertyScticrA commonstockheldand0,lOofnrhus 
of mz SCncr B commoo sfocl; for cach rharc of L i t e m  SEtiEr B common r f a k  hcld. Aooroximatelv 268.1 million .. , ~~ ~~ 

s h a r  of ou Saicr A common s m k  and 12.1 million rharcs of our Scrisr B common stock wen irrucd in the spin off 
winch is intended 10 qualify as a t s r - k c  samac~ion. 

Wc arc a holding company. llnougk ow wholly owled rubiidiery. Awmf Media Croup. L U :  ("Ascent Mcdid?, 
and ow 50% owned cquity f i l i a t e  Discovery Communicarionr. Inc. ("Di~ouery" m "DCr). we are engaged primarily 
in 1 % )  Ibc picduction. acquisition and dutnbutioo of rnlmahmcnt. cducatiooal and information pro-ming and 
soh-. (2) the rc!d sale and licensing of branded and otkr s p s ~ i d l y  ptcducfs and (3) the provhian of w t i v s  and 
network seMccr ID the media and cnlmainmcnf industnrs. D u  s v b r i d d a  and afflistcr opcmc in the Unilcd Slates. 
Europe. Latio Amaica, Asia. Afnca and A u r ~ a .  

Thc asisls and opaations of Arccot Mcdis 8xx composed p C d y  of thc M B C ~ J  and o p t i o n s  of 13 cornpanics 
acquired by Libcrry h m  2003 through 2 W ,  including Thc Todd~AO Corporatiooq Four Mcdia Company. ccnsln assets 
of SounDclvl Eotenainmmt Gcrmp. Video Services Corporation. Gmvp W Nchvoik Smicer. London Playout Ccnm 
and Ibe sysfcms inreption bwincrs of Sany Electonicr. Thc combination and iote&oatlon of there and othsr acquired 
entities ailow Arccot Media to offezintc@ed outsourcing solutions for thc tpcchnical and crmtive quirrmsnfs of iw 
CIvII11. from Content mation and o t h a  post-produnion smlcc6  lo mdia  managcmcnt and -mis%ion of the find 
product to braadcart tdcnrion stations. csblc system head-mdr and othcrderiinatians and dishhution p i n u  

Uniled States of i l l  con popcny. Dircovmy Channel. to o m a t  global opcrationr in over 170 counhicr B C ~ P  six 
continents, with o v a  1.5 billion total Nmulafiw subsctiptiao mill. Discovery opmten i u  burincswr in Uycc groups: 
Diwov- ncfworks U.S., D i w o ~ r y  oelworb inlmatioonal. and Discovery commercq education and oiber. 

Dmovciy is a lcading global mcdia and cntmainmcnl company. Discovery hm growl horn the 1985 launch io thc 

On January 27.2006, we acquired AcccntHcalth. UT ("AccsnUTcalth'1 for cash considemtion off45 million. plw 
WMhng Capital adlustmcntr ofSl.8 d h n .  AcccmHcalth OpETatsr an advsflishg-ruppmfcd captive audicncc tclcvlrion 
occwork in  doctm ofice waiting m o m  nation*&. For finan"a1 reporting PYT~OJU. the mulb of o p t i o n s  of 
AccmtHealth have bcsn included in o u  consolidated remh as pan of Anent Media's network yrviccs group. 

. . * I  

Ceziah ststements in lhi6 Annual Repon on Form LO-K constilute forward-loobg ststemen& within the meaning of 
thc Rivatc Sc-tin Utigation Rcform Act of 1995, inclvding rtatcmrols regording OUT businem. markctmg and 
operating smlcgia. integration of acquired busiocrscs. new scMcc offerings and anticipated smmr and YSCS of capiml. 
In parhcular. rtafnnmfi undm Item 1. "Busmcss:' Item 1A. "Risk factm". Item 2. '"Ropertlcr." Item 3. "Lcgal 
Raccdings," llcm 1. "Managsmsnt'r D i s c ~ ~ s i o n  and Analysis of Financial Condition and Rerulll of @zratiom''md 
I t a  7A. 'Puantitztivc and Qdilativc Diwloruiss About Mark- R i W  coofain f o d - l o o i n p  ih*mcn16. Wberc, io 
any fo~srd-loo&ing slatcmcof WE c r p r a r  an s ~ p ~ l a l i o o  or klid as 10 fum rrrvlta or c w m .  sich c x p l ~ t i o o  m 
klisf is cxpnsscd in good faith and believed to have a masanable basis. but there cm k no assur~ncc that thc 
cxppcctstion m belief will ~esuult m bc achicvcd m accomplished. The following include E D ~ C  but not all of the factors 
that could cause actual remits or C Y C ~ U  lo differ malcnaUy fmm thaw anticipaed 

. g c n d  economic and business conditions and indvrrry mads including ihc timing of, and spending on. f c a m  

* spending on domestic and fcmign telcvirion advoliring and spending on domestic and forcign first-run and 

* ulc regulat- and compctitivc covironmcnl of the industries in which we, and the entilicr in which we havc 

. conflnued consolidation of ?hc broadband dirtnbution and movlc studio indwhles: 

film and tclevirion production; 

cwting a d m l  librhcr; 

mtsrrs=, O P u U r .  





Table .dConlml~ 

creatiw s v r i c e r  

Arccnf Media's c r r a h ~  s-ccs group pmvidcs Vanous fcchnical and creative s-ccs n-nq to complck 
principal photography iom final po&cD. such as f e a m  films. movie milrn, d m c o t a r i c r  and independent film% 
cplsodic Vlcvirion, TV movisi and midi-rsricr. tclsvirion commczcids, music vidws. intsractivc gams and ncw digital 
media. promotional and idcntity campoignr and corpmatc communications. These s w i c e s  are m f d  W gcncrauy in the 
cnkrlaiammt indusuy as "port-produbion" yrvices. In additioh the crcativc &CCI p u p  providcr a full compkmcnt 
of facilities aod wrviccr nccesazy 10 optimiu. &vc. managc and rrpy~pow complcted media mseU for global 
distrrbvtion via f m i g h ~  satculic. fiber and thc Infun& 

'mdurq, iocluding Blink Digiml. Charch. Company 3, Design Muric Group iDMG). Digitol Media Dora Center 
iDMDC). Digirnl Symphonv. Enrorr Hollywood, Fihcorr. k v d  3 Po% Method. Modern Muic. One Po*. POP 
S o d .  R!lJT, Rurhrs. Soha Imagrr, S o d r l u r .  Sound One. Si. AnnrZPosr, T o d d l l O  and VirionTen. 

The creative w v m s  c l m l  bare comptirer major motioo picnire rmdim and their international divisions. 
independcot television production companics. broadcast ncfworks. SdvmVmg agcnciu. mntivc editorial companicr. 
~orpmte media p o d u r n .  indcpendcnt o m m  of television n d  film libraries and cmnging ocw media d i s t i h 6 o n  
channels. Tbe pri.cipal facilities of UIE creative i-cci group arc in Lm Aogcles, New York Northvalc W w  Icrscy) 
AUanIa. Sao Fraocirco. Mexico City and London. 

Asmnl Media markc& ill crmtivc scrviur u n d n  v8riour brand names ha! me well hiow0 in the eomiaimnent 

Key 1wicc1 provided by Ascent Media's creadvc s m i c e i  group include the fouowing: 

Dnim Clicnb rqulrc daily rcrealag of thev prcviour day's recorded work io order to evaluare rectmical and 
aerthclic gualilicr of Ihc production and 10 kgin  the crrativc cdilonal p a c r s .  Arccot M d i a  pravidcs the film 
dcvclopmcnl. digital tanrfcr from film to video and video p r m s i n g  necessan for clicnU Lo view principal photography 
on B duly  bPris. &so lmawn as '"da5er." For clienll that record their prndvmiom on f h .  Asccnr Media ~ ~ O C C S Y S  and 
@nts tiim ncgativcs for film projcmioo. TIC company also delivers dailies that arc W m f c m d  from film Io digital media 
using Lclecine quipmed.  The Vansfn pmccrr i s  technically challenging and is vscd to inkgratc variou 10- of audio 
and cnccdc uic footage with fctt and frame numbcn fmm the original film. Dailicr d c l i v c d  as a digiul file can bc 
p x e s s e d  in high d c f ~ t i o n  or standard dcfidtion vidca and can bc raccncd in a nodincar maonn on a varicty of 
playback eqvipmnL 

Trlecine. Telecinc is the pmccss of transfening film info video (in cithcr analog or digital medium). Dunng Lhi9 
prxess. a mciely of parameim can be mapulatcd.  such PI color and cmtrart. Bccausc thc color sp;cm o f f h a n d  
digital m d i s  arc diffcrrnl. Arcsot Media bas cmt ive  talent who utili= =mauve colorizing tccbiqucr. quipmen, aod 
p~occsscs 10 cnablc its clicnlr w achicvc a dcslred visual look and f-1 for l ~ i ~ v i s i o n  comm-alr and music vidcor, as 
wcU as fcamrc fllrm and kkvisioo shows. A m f  Media ais0 providrr livc tclccioc r-ces via ratellite. using B I- 
closed mwmt abls 10 accurauly -mi, rub& color changer 10 mnnccL iL1 Lclccinc ani% with client offices or othm 
afmetcd polproducrion facibtici. 

Digital inrermrdions. Arccnt Media's di@ ialwcdialcr s-cc providci cusIomrn with the ability l o  CmvcIt 
film 10 a high rrrolution digital master hlc fm color cmccLmn, creative editonal and electro-onic assembly of masten in 
0th- formats. If n d d ,  the digital file can then bc cmvcned back to film. 

clsmsnU iofo a cohcrivc story c ~ m i s k n f  with !hc mcrraging. branding and cmativc dlrrclioo by Arcsnl Media's 
advmising agency clicm. Ascc~11 Media provider the look and Lalent mqired lo svppmt iD clicns through all stages of 
h e  editing procerr, beginning with the low-m~olnlion digital images andoff-Bnc cditing wm*rt*ims u r d  lo -le an 
d i t  dccision 6% through the higtxrolulioo editorial process u c d  to complctc a fmal product Nitable for broadcast In 
additioo. Ascent Media U able 10 offer cxpandcd communications inf ra rkucm to provide d i g i d  imaper direclly from 
the film-to-tap manrfcr ~ I ~ C I P  to a workstation &rough ddkatcd  data liocs. 

Virvol e,qems. Vir& effects me used 10 d a n c e  ths vicunog audjcnce'i evf ience  by ruppkmenting imager 
obtahed I* principal pholopraphy with computer-gcnwkd imagery and graphical eluncotr. Visual fleas ax wical ly  
used to c m c  imagcr that cannot bs m t c d  by any othcr corlzffcctivc mcans. Asccnt Mcdia also provide* IM~CSI on 
an m y  of pphics  and animation w&statiom ming a vmcty of software lo accompbah unique cffccfs. inclvding 
Lhrrcdimensional animation. 

Creviive rdizonuL After principal photo-hy har bcco complcted, A~ccof Media's editors asicmblc the various 

Asrem6ly,/amnuig ddupl ica i ion  Ascent Media implcmcnfr cUeofr' ncativc dccirionr. including dccirionr 

Medii UYS sophisticated computer graphics equipment lo gmmte dUes and chmcm imagcry and to formal a given 
PO- Lo met rpccific ncwork rquiremcnu. including time ~ompmssion and commercial brc*. Finally. A r m 1  

V"l 
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Media m I c 6  multiple m e r  videotap- fordclivcry to the network for broadcart. archival and o th~puipoxcr  
designated by the cmtomer. 

Dlrinbuion. Once a Lchvirion commercial har been complcred. Ascent Mediaprovider broadcmt and support 
scwiccs, including complsfs video and audio duplication. dirhibution, and ~ m g c  and a ~ ~ s t  managunsnL for advmising 
agEnCieS. ccqmrale a d v d n c n  and cnlcrlainmcnt compaines. A~ccot M e d i i u s ~ s  domestic and intrmational satculs. 
fib= and lntcgrated Sewices Digilal Ncwork or ISDN, Intcmcl _I.  and conventional sir freight for thc delivcry of 
tclsvirion and radio spots. Asccot Media cmently h o w a  o w  85.000 sommc~5al production clcmcnu in iu vaulu for 
hiwe use by its chcntr. Asccnl Media's commercial Lclcvlsion dirtribution faci6tics in Los Angclca and San Fraocirco. 
California cnabic A-l Media 10 sclvicc m y  regional or naOonal d i e ~ L  

Sound ~ v p r r v i r i o ~  sound design and sound rdlrorhl  Axccnt Media provides crcativc talcot, facilities and support 
services to meate sound for feature f i b .  lclcvlsion cootant commercialr and milcm. inlcnctivc multimcdin games and 
rpccial live VCDYCI. Sound supervisorr em- that aU aspcclr of I m d .  dialoguc. romd c f f m  and muric an p r o p d y  
coordinated. Ascent Media's sound senices inelude, but arc not limited IO. romd editing, sound design, sound cffezl 
hbn"cs. ADR (automaled dialoguc nplaccmcnt, B process for mording dialogvc in ryochmd~t ion with previoudy 
recorded p i c m )  and Folcy ("on-digital sound c f f s s ) .  

Music ~ ~ r y i c c s .  Music scMar arc crrcntial componcnf of post-produclion round. Ascent Media has the 
Lechoology and Lahot 10 handk all t p s r  of music-dated rsnissr .  including original music comporition, music 
~upcwision. music editing. moting/iccording. lcmporary round Uacks. compowr suppat and preparing music for 
r o u n d m k  albvm mlsau. 

many others. havcprepared the elements that UiU malre up thc finirhcdproducc thc final component ofthc creative 
sound post production p r a c r r  is the mix (M rc-rccmding). Mixing B ib involvc~ the pmcar of combining multiple 
eicmcnm. such m tracks of round effscts. dialogue and mnbi~, (0 complclE Oie final product. Arccnl Media mainmins a 
significant o u m k  of mixlog stagcs. p q ~ ~ ~ ~ ~ - b u i l l  and pmvirioocd with advanccd recording equipment, capable of 
handling any type of prajcct from m a j ~  motion pichvcI io smlbr indcpcndcnt Nmr. 

Sound rfecrr and mwic libror<rr Through it .  Saundelur brand. Arccnl Media mainmini an cxtcnsivc sound 
cffecD Lbbrary with ovm 300.000 yoiquc soundm. which edilon and clicnu access k m g h  the company's i n m c t  and 
rcmotcly *a !hc Inlcmet. Thc company ako owns several production music librancs through its Hollywmd Edge brand 
Arccnl MEdia'r C L m t s  use the sound EffsCB and music libraries in h a m  films. fclcvlrion shows. commmialr. 
intcmtivc and multimedia gamer. Ascat  Mcdia actively COntiouCs lo add new, Original rccordingr to its libmy 

shows such 8s one-how dramas and movic-length programrmng. including negative dcvcloping of "Wa" (thc original 
"cgativt shot during cach prodnction day). ar wucll as thc oftcn c m p l c i  and rrchnicaUy demanding commucial work 
and motion piccwe mi los .  Assent Media also pmvidss "cgative cutting I C ~ Y ~ C E S  for the dialnbution of commsmialr on 
fiim. 

Rcrrorarion. prclervolion ondorssproircrion o/crlsring onddomngrd CONIN.  Asccot Media provides film 
restoration, prcswation and a i v t  piofcction ICCV~ECJ. Ascent Mcdia's tccbnicianr YY photochemical and digital 
p r a c s ~ c s  to clean, =pair and rcbvlld a film's ~Icll~nLs in order 10 rcm the contmt Io its origi~al and ~(lmcLLmu to a~ 
improved image qyBlily. Ascsnl Media also protcct~ film clemcnl confcnl from hime degradation by transfcmng thc 
film's imagc lo n w a  archival Nm stocks. k c n f  Media also provides _set profcctioo servicc~ for i u  clicicou' color 
l ibmy tiflcs. which IS B p r ~ s w a t i m  process whcrcby BIW, s i l v a  imagc, polycslcr. pmifivc and color separation mm!m 
me -Id. sufficiently pmtming the ~magcr ofncw aod older filmr. 

Trmuferingfdm ro n w b g  video or dlgirnl media A considerable amount of film contat  is ullimalcly dirfnbuted 
10 thc home video. hroadcasl, cable or pay-pcr-view fclwirion markets. This requires film imager LO bc msfmed 10 an 
analog vidra M digital fk format. Each h m c  must k color corrected and adapted 10 the s i z  and -t ratio of a 
kkvisioo scren in order to a m  $he highest level of confmmity to the original film version. Became certain fb 
formats require wusfcrs with special characteristics, it is 001 unusual for a motion pic- 10 bc martad in many 
differcot ve~sims. Tshnolo~cal  dcvelopmcm. such as !he domestic in%odu"on of tclevioon YU with P 16 X 9 aspsi 
ratio and the implcmcntation of a d v a n d  and high ddivltion digital television syrtcmr for fmcrmal and ratcuitc 
hoadcarting. are cxpcckd to conhibus to the growth of Awcnl Media's film Uanrfm business. Ascml Media alro 
digitally removes din and scratches from a damaged film master that is Lraosfmcd to a digital file format 

R w e c o r d m g / M u m g .  Once sound cditm, round dcrigncrp. c ~ m p o s o ~ .  m u i c  cditom, ADR and falcy crews. and 

Negolive dorloping and cuning. Ascent M d a ' r  film laborato~cr provide negative dcvclaping for tclcvision 

Pro/mionol daplicnrion and nandards conwnion Ascemt Mcdia p w i d c s  profcsimal duplication, whish is ths 

Ascent Mcdia UICI mster elcmcnts 10 makc rub-maslen in n m a o u s  domestic and inlanational brosdcasl r t a n d d r  as 



well a up to 22 different tape fomatr. Asant  Medii also providcs standards convcrsioq which is the process of 
changing he h e  rate of a vidw signal from DOC vidco szandard. such a the United Staer standard (NTSC), l o  
mother. rush PI 1 European standard (PAL or SECAM). Canvnt 1s regularly copic4 c o n v d  and chccl;cd by quality 
conhol for "IC in i n t w d i a i c  proccs~cs. such ar editing. on-& backup and wrcsniog and far fmal dclivcry lo cable and 
pay-per-view pogmm.  broadcart networks. lelevi~ion stations, &lincr. home video duplicatm and foreign 
dirwibum~. AscenlMcdin'r duplication and standards c~nwrsion facilificr arc tcchnicdly advanced with miqut  
charactefirtics that rigmkantly incisare equipment q m i t y  whih rcducing cror mc~ and labor cost. 

DVD comprrrrion ond ovihonng n d  menu design Arcsol Media provider all slags of DVD productioq including 
rrcativc menu daign. special fcafwc production. projsct managemcot. -coding. 5.1 m o u n d  editing and qmliry 
camoi .  Ascent Media alro p p a m  and o p h i z c s  c m t ~ n l  for cvolving fmmaa of digital dishbution, such as 
vidco-w~dcmand and inlcractivc Lclcvision. 

Sroragr of otigvlol &mrnrs and working mnnrrr. Asccnt Media's archive M duigned to ~ I m s  working master 
vdcalapcs and film e l e m m ~  in P highly conmllcd cnvironmcnt poiccled from ~cmpcralun and humidity vanation, 
Icisrnic dishrrbance. fm. then and ather erfmal eventi. In addition to thc physical iecwiiy of the archive. content 
orncrs r q u i r c  k q y c n l  and regular access 10 their liharicr. physical elemens stored in Arssnl Media's archive are 
uaiqudy bar-coded and m~lotiuned m B library managcmcnt dafabzx offering rapid acccm LO ekmcm, concirs rcporling 
of Elemcnf status and elemcnf traehg Lhroughout its mvci  through Ascent Media's aperation*. 

Synd2arrd lrlrviXon dmriburion. Ascsnt Media's ryndication w n i c e r  providc AMOLcncoding and clo~ed- 
captiomd sub~marlcr%g. commcirial iolcgratiooq library dirhhutioq rtatioo list managcmcnt and " d i p  c n d o g .  
Ascent Media dirmibuer syndicated I&virion conlent by freight. ~alcllitc. fibci or thc Inlcmcc in forma* ranging from 
low-Tcsoiulioo proxy stcams ID hll-bandwidth high-drfmilion tclcvisioo and streaming media 

Network S~rvirrr 

Arccnl Media's actwork ierviCEI group provides originallon, mlmilrioddirt"buhoo and technical s c M c s  to 
broadcast cable and ralcllitc programming nclworks. l e 4  tdcvirioo channels. broadcart syndicaton. sstcllitc 
hoadcartcrs. govcmmmnl. other hoadband Lclecommunicatiooa companies and cmporationr that op~mlc pr%lc 
nctwo~ks. Ascult Media's ncfwark ScrviceI group ~pcralcr from facilities located in California. Comscticut, Florida, 
Minn~sola. New Yark. New J m e y ,  Virginia and Uie United Kingdom and Singapore. 

Key S W ~ C C I  provided by Ascent Mcdia'r octwork s m i m  gmup inclvdc thc fdlowiog: 

N m w r k  otigvlarion and m a s m  conirol ?he network s-iccs group prmidcr vidsolaps and fdc-bared playback 
and ongination ID cable, satellite and pay-pcr-view programming networks. Ascmt M d i r  accrpfs daily program 
rchcdulcr. p o g m s .  promofimal malcnalr and a d v h i n g  and tamnit! 24 h o w  of scamlus dailyprogramming to 
cable operalors. direct broadcast ratcllilc syskms and other dcstinatioor. o v a  fihr and satrlliic. wing avlomalcd 
s~stems for broadcast dayback Aisociated -ices include at-lo-clock and comoliance ditiop. tam lihw 

. . .  .. . 
sffecD editing, sound mixing and music composition. 

Tmnrpon and conneccliiiiry Ascent Media oprravs ialcllitc earth station facilitici in Smgapon. Calif&% Ncw 
Yark  New Jcruy, Minncrola. Conncclicut and Flmida. Asccnf Media's faciliticr ax staffed 24 h o r n  a day and may bc 
u r d  forupiinl; dowdint and Nmaroud scnicss. Ascent Mcdia BCCSIICI various "mtcllile ocighborhods," indudhg 
b s i c  and picmiurn cable. broadcast syndication. direct-to-home and DES mkeU..AEml Media rsssUr W n r p o d a  
capacity for occaiooai and Full-time UEC and bnndlci i t s  transponder capacify with o t h a  broadcsrf and syndication 
s-cer t o  provide a complsv broadcart paclragc at a fiud pncc. Ascent Mcdir'r "tslepoM'. are high-baodwidth 
commmicationr gaicwryr with vidco rwitchcr and facilitin far ratclliic, optical fiber and m i a o w ~ v c  mrmis$ion. 
Arccot Media's facilitia offer salellitc antcnnac capable of fimmittlng and mceiving feeds in both C-Band and Ku- 
Band frequmcics. hveni Media also provider vansportablc SCTV~CCI, including poinbto-pint miaowave eanbmisiion. 
~ a n r ~ m x b l c  u ~ - l i n t  and downlink ~ m m i s r i o o  and broadcast qualify lclsfonfcrsncs scnicss. Ascent Media oprrata 
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a global f i k r  network (handed Global Intcrconncct) LO E- ml-timc ndco bctwcen is vwious locatim in tbc US. 
London. and Singapore. n i s  nctwoh  is  urcd $0 provide fuli-time pmErm fecdr and ad hoc scMccr to clicntr. 

Consulring Scrvicer. Ascent Mdiaprovidcs Smtcpic. tcehmlogy and business cmrvlting rwiccr Io thc media and 
eneminmeat industry, lcvcraging thc c o n  ~UcngIhs and howledge-barc of thc company. Key practias mas include: 
digital migation: coolent delivery stralcgics: warhflow analysis and d c r i p ;  cmcr*ping deliveq platfmms (such as 
Inimd-potocol ~elcvisioq mobile and broadband): vfhnology as~essmnc and rechnalogysoablcd bvrinclr suavgicr. 

.~ 
buriocr~ opmtcs  out of fncihtici io New Jcrscy. CaMomia, Florida. and Land& and &iass-global clie& including 
majorbroadcarim. cablc and aatelku nclworks. Wccommumcatioor provih .  corporarc tckvision 11c1worh. a major 
tcleeammunicalioor company zy wcll BI numcroy1 production and pori-production facilities. Scrvicei off& include 
p m g r m  managcnun~ engin-ng design. equipment pr'aucmrnl software inlegration. ~onsmct i~n.  inLallatioo, 
r-cc and suppon Asccnl M d i s  also designs and constrvcfs rakllilc earth rfntionr and related f%cilitia. 

.. 
louted fbroughoul ths United Stafcs. ScMccr includc prcvcnktivc and rcaclivc -tcnancc of SatcUitc sanb rlllionr. 
satellite ncworkr. fiber-based digital mnsmirrion faciliticr. cable and tclzommunicnfionr stations (also called hcad 
ends). and other fschnical facilities for thc dirblbutioon of video contcnt. Thbs group o p l c s  a call asma - 24 hours a 
day, seven days B w& - out of i W  Palm Bay. Florida facility. providing oullovrccd r-ccr for ~ b o l a g y  
manufacturing compaoicr. nctworks and tclccoms. In addition. thc group optmlc~ a ncfulork o p t i o n s  c c ~ t a ,  providing 
outsourced rcmccr relating 10 monitoeng and managemen, of satellite and Icrretrial disblburlm networks and rrmotc 
monitoring and conml of Ishuical faciliticr. End us~n for field sCMcc. call cenm and network O p l i o n  mater 
SCN~CCI include major US broadcast and cable ncfulorb. tclccommunicstionr orovidas. dieifal cain~msnt 
manufacturcrr, and government and corpmalc op~~ationr 

stratfgy 

The snfcnainmcnt scrviczs indurtry has b n  histofically fragmcotcd with numaous providcn o f f e n g  di~lmctc. 
gcographlraily-limited, non-infcgralcd r-ccr. Arccnt Mcdis's scrvicc% hoMvcr. span lhc entirely of thc valuc chain 
from the creation and management of media conten1 Io the dirVibvlion of mcdin content via multiple transmission paths 
includiog r*Uifc. f i k c  and Intcmsl Protocol-based odworh. Ascent M d i a  believcr the b m d t h  and m g c  of ils 
~ m c c s  uniquciy providc if the scale and flexibility nc~cssary to realilc significant o p t i n g  and marketing cfficicntisr: 
P global. rcaleablr m d i a  -ices platform integrating preparation, managmcnf and msmirs ion  -ices: and w m m  
"bel pmcuccr" o~ratiatlonr managemsot across tbc kvcnt  Mcdia c n t q ~ e .  Ascent Media's goal is to bc tbc premia  
end-to-cod digital media mpply chain scrvicer piovida 10 the medn and aotcrtainmcnl industry, creating. manag& and 
mshlbuting rich media cmtcnf across aU dirtributiw channels on B global basis. Ascenl Media belicvicvcr it can optimiz 
i t$  position in rhc marka by pursuing the following stralcgicr: 

Gmw digilol modm mnnagemenl burinerr. Arccnl Mcdia intends to ~ O C ~ ~ B I C  b u l i n m  wirh mjm media and 
snlcxtzinmeot clients by storhg. managing and diitnbuting their digital media, which ax nccsrrary for repwpo~ing for 
hie-bassd nuwork origination a d  otha  f m s  of digital dirblbution. lo this regard. il intends 10 deploy i t s  diatal mcdin 
managemcnt ryrtcm. which is c m n I I y  dcplaycd in Lor Angclcr. in Ihc United Kingdom and tbc East Co-1 of ths U.S. 

lncrrorr rcolr ofapcruiions. Ascent MEdla hicoda lo Ylcrcarc thc scale of is opcntions Vvough a combination of 
lntvnal invcrtmcni in faciliticr plur cxlcmd invcimcot in cornpanics and joint v c n m i .  Ifl goal is Io amacl additional 
cusiomcn in its cxisting lioci of busincss and expand ifl burincsr opaabons g ~ ~ g r a p h i ~ a l l y .  

10 new business sctivitier. providing conlcnl managemmt and dialnbutioo 6crvicc6 based on dcc1Tonic data filer ralhrr 
than physical taper, partmp&ling in emaging lugb reVenue-gcncrating Vrviffis such 81 re-formalting EOntcnl fM 
dstnbubon IO new plaiformr. and 'ttracliog x w  C Y S L O ~ ~  with nniquc service oceds that ?se lcsr msceptibls to 

-and scope of r w r r r .  Ascent Media iotcnds to expand the s o p  of its mviccr by zpplying i f f  cmc capabilities 

CompcUtivc Ifuratl. 

Deppioy on ;merconnmzed globol m d l o  nmuork Arcznt Media p h r  to povidc clicnuI acccIs 10 an Internet-based 
network fhal manage% and provides ~olutiaor for inle@ed worblowr. Thc netvrork mll pion& global Wnoztivity and 
6lc vansport capabititics. which UlU makc chcnt wadnowr m a  cfflcicnt and snhancc A ~ s n l ' s  internal burincss 

~. ~~--. .- 
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on the cxpcctcd rcalizatiw of ~svmuc.  Dincovcry io- salm and marketing crpcnnc l o  promolc brand recognition and 
to secure quality dislribvUon channels worldwide. 

to the r p i f l c  prefsrcmcs of vicwsn siouod the globs. Dircovay bcLcvcr it i s  geocrally wusU poiitioncd for contiovcd 

the largcsl libmics of nan-fictim pmgramrmog and footage in thc world. due both IO thc agpgate purcharing powu of 
i m  many nchvorh and a policy 10 o m  as many righu 2% possible in the programs aired on its oetwob.  Discovery also 
has long-term relationships with E D ~ C  of the world's most significanl non-fiction p g r a m  producers, including the 
British Broadcastiog Corporation, which WL refer 10 as ths BBC. Discovery bclicvcr the bmad international appeal of is 
content combiod with i ts ablhry to ulilizc its programming library on a global bmir is one of i ts comp4tive advantagu. 
Dirovcry is also dcvcloping programming applisatioor dcr igad  Lo positioo the company 10 tal;= advanlags of cmcrging 
dlrmbutian uchnologkr inclvdlog r?dco-mdcmand. I P d c l i v a c d  programming and mobile. 

Dircouay'r other pmpmier comisI of Discoray.com and o v a  100 retail ouile16 that offer technology. kids. 
lifcrtylc, heals rcicncc and education oricntcd producu. as wcll ar prducu relstcd 10 othcrpiogramming offcicd by 
Uiscovay. Additionally, Discovery's ocwcst division. Dircovcry Educalion. dismbuter digital-hascd cducafional 
products 10 schools and comumcn primarily in thc Unitcd Stater. 

Discovery is a leadcr io offering JOIUL~OOE Lo advutisnr that allow thcm to rcach B bmad m g c  of audimcc 
demographics in the fact of increasing fiagmcntatian of audicnm s h m .  me ovciau indnsfq is facing several i m c s  with 
regard to its advmising ~ ~ V C D ~ W .  iocludiog ( I )  avdicncc hgmcntafion c a u d  by ulc pro l i fdm of 0th- telcvvion 
nclworks, video-ondcmand offerings fram cabls and ralslhte companicr and broadband cmtent offerings; (2) the 
deployment of digital vidco r c ~ d i n g  dsviccs (DVRr). allowing E O ~ I U D I ~ ~  fa Umc rhifl p g r d n g  and SEp or fast- 
forward lhroveh advcniscmmll: and (3) consolidation within Ule advmitine indurtrv. shiftine m m  levemec lo be 

Discovery producer original p r o p d g  and q - s  cooimt from nummous producers worldwide ma is ! i l o r d  

Lo a broad mge ofhighguabty proogramming for bath its U.S. and iokmational networks. It bar mremhlcd om? of 

I 

bigga agcnrics and buying groups. 

Diuovery Nelworkn U.S. 

Discovery nciworkr U.S. currcntiy opcralcr 12 channclr and piwid- dwnbufion and adveniring $ a h  redcer for 
BBC Amcnca and distribution r-ccs fm BBC World News. The division's channels indudc the Discovery Charnel. 
Tu3. Animal Plane!. Tiavcl Chamel. Discovcry Health ChanncL Fit TV and Vle following emerging digital tier 
network Ih'hc Scicncc C h a m 4  Di.~owry Kid% The Military Channel Discovery Home. DlJcovay Tima and 
Uircovay HD mcatn, which we irfer lo colleclivcly as the cmcrang nLworh. All of lhesc channels arc wholly owed 
by Discovery o u l a  than Animal Planct, lo which Discovery h w  an 80% ~ w n m h i p  inuresl. Cor  Commu~cadonr.  
AdvanccNcuhousc and a subsidiary of Discovery Holding Company. combined. ow0 Ihc remaining ?O% iotcITI1 in 
Animal Planct. Discovery ncrwvorkr U.S. also o p t r r  web sites related 10 ill  channel bvsiocsscs and various other new 
media burinssrsr. including a vidco~on-demand off-g dirhbutei  by vanour cahls 0psTatMS 

Dbcouery Networks Intcmst lnd 

Dircovery nctworh intcmatiooal, M thc infmafional nchvarh, manager B pordoho of channels, Led by DKcovcry 
Charnel and Animal Planet. that are d i s ~ i b u t d  in <*ally every pay-lclc\ision market in the worid via an inlra~rmctnre 
mal inclvdu major apciational W~YI iil London, Singapam. Ncw k l h i  and Miami. Discovsry nctworh international 
curcr,Uy opwtes OYW 100 separate fccdr in 35 langvagcr with ehannsl f d  CUrtoOmiled according to langvagc occdr 
and advcniring salcs oppondt i s r .  Mort of &e division's channcls are wholly a w n d  by D k o v c r y  with Ibs cxccpdon of 
(1) the international ~nimal Planct channels. which are g m c d y  50.9 joint vcnlycs with the BBC. (2) Pcopls + MS. 
which ~pcralcr in Latin America and Iberia as a M-50 joint rm- with ulc BBC and (3) several channels in Japao d 
Canada, wbich q-te as joint vcnlurcr with stakgicaliy important local pmz~srr. A9 with the U S .  network division. 
the intermtionel nctworh division opnavr web tites and amcr OCY mcdia busincsrsi 

Discovery Commercq Education & Other 

Thlr gmup includes Discovoy E O ~ ~ U C C .  which opnara a chain ofretail s L m 6  io the Unitcd Slalw that off= 
technology. kids. lifcrtylc, health. science and cducation-oricotd products, as well as pdusfs rpcnfically relald to 
programming on Dircovcry'r nshvarks mhir division also opcratcr a catalog and slsctmnic comcR-s h-rincsr UIhg 
products similar 10 that sold in the Discovcry Channcl Slam. 83 well ar B bvsincra thaf liccnrcs Discovery Vadcmarkr 
and infcllccfual propury to Lhvd pMlcs far thc p - ~  of creating and Yulng r e a  mochandisc. 

~ 
Ihis m u p  also includes Discovuy ducation. In 2004. the company cxpandcd kyond its taditioonal ducation 

businesses of alring educa t iod  p o p m m i n g  on i ts ncrworh and selling hard copier 0, IuCn PmgD 
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bcgan sm-g cducatiooal video m a l e d  inlo schools via ths IntsmsL Dircovay education now q u a l -  
Untrrdnrenrning, Power-Mtdul-Plur and Cormro. Some of the leading educational broadband sveaming r m i c c r  in the 
Unit4 Sfatel. These services e m  rcvenuc k o u g h  rubraiptioo f e r  paid by schools, ~chool dirmcts and coo~mcrr  
whichusc the rcrviscr. 

Discovery Stockholders' Agreement 

A subsidiary of o m ,  togelher wilb B subsidiary of Cor  Communicationr. which wcrcfa lo as Cor 
Communicatioor, and AdvaneciUewhoure Ro%z&g Partncnhip. which wc refer to as AdvancJNcwbousc. and J o b  
Hcndnch, the founder and Cb iman  of Dircavcry, rn pmies 10 1 Stockholders' A p r n s n i .  We 0- 50%. and Cox 
Communicationr and AdvanclRlcwhouc cach o w  25%. of Dirovcry. Mr. Hmdncb is the rccmd holda of one share 
of capital stock of Discovay: howucvcr, Mr. Hcndricks cannot Vanrfci Uur rharc, the s h r c  is subject 10 an lrrcvocablc 
proxy in favor of AdvanccMewhouac and the share i6 subject to a call arrangcmcnf purruant to which 
AdvanceMcwhouc can pvchasc thc share. Acwrdingly, we mal such share as bcing o w e d  by A d v a n d e w h o w  for 
p q o ~ s  of AdvancJNnvhoure'r pc~csomgc omarhip of Discovery ar dcraibcd in this Annual Rcpon. As L "clmc 
corpmatioi '  undcr Delawarc law. the riockholdcrr manage the burincrr of Discovery. rather than a board of directors. 
The Stockholders' Agreement prondes h t  a numb0 of dctisiom affecting Discovay. wch as. among othcrthioga. a 
decision to cffsf I hmdamcotal cbangc in its burincrr, a magcr m otha burincsr wmbinatioq issuaocc of Diwovay'r 
equity scnujtin.  approval of tmuactioor bclwccn Discowry. OD the o x  hand and any of it6 stockhoidcn. on the otha 
hand. and adopiion of Discovery's annul  bvsincss p i a  must k approved by the holdcrp of 80% of i s  ovllfanding 
capital stock. In addition otha matten. such as the ddaratioo and paymcl of divideo&oo i t s  capital r t a +  r q u m  ths 
apprwal of the holdcrr of a majority of Dircovay's oufsfanthog capital stock 

Diwovery, any one of w may block Discavery from c&ng any sction that rquircs 80% approvaL In addition. kcsusc 
Cox Communicatioar and AdvancUNwhoue. 00 the on= hand. and om company, on the other. each owns 50% of the 
outrimding stock of Discovery. there is the possibility that thc rfoclrholdcrp could dcdock wca variour ofhsr malten. 
which requYc thc a p p m ~ a l  of thc holderr af B majority of 1s capital stock. To redm thc prsibility that Uui could occur, 
the s t a k h l d m  havc given John Hcndnicks. the found" and Chairman of Dilcovcry. the right (but not the obligation). 
subjcci to ccIfaio Limitations, to cast a vote to break a dcadlak  on certain matters requlnng a majority vole fm approval. 

7 h c  Strnkholdm' A g e m c n t  ab0 rcsl"cu. subjsc 10 m a i n  cxmptiom. rhc ability of a sfockhoida to m r f s r  its 

Bccaure we o m  50%. Cox Communicaaom owns 25% and AdvanwNewhouic owns 25% of the s t a t  of 

sharer in Discovery to a h k d  p-. A n y  such proposed m r f a  is subject to B pro rala right of 6 n f  d u r a l  in favm of fhc 
other r t a k h d d m .  U all of the offered shares are not purchased by thc othcr rtockhaldcrp. acsn thc wlling rt&oldsr 
may sell all of the o r e d  shares 10 the third party thal oeginally off& to pvrchase such share9 at the same prim and on 
the s m c  terms, provided that mch L h i  p ~ y  agrees to bc bound by thc rermcfionr contained in tk St0d;hoIAcrr' 
Ag-rncnt. In addition, in ths cwnt that tither Cor Comrnunicaliom m AdvanccNcwhouw propmcr Io m r f c r  sharer. 
Cor  Commvaicalionr or AdvaoccNcwhourc. whichrvcr is no1 proposing lo a n r f n ,  would have a p m p t i v c  righl to 
buy thc otha'r &arcs, and d if d m  not clcct to purchase all such sbare6. then the remaining sharer would k mbiccllo 
tho pm rata nghf of fvrr rcfnral d e r d b d  above. 

The Slockholdcn' Agnemcnt also prohibits Car Commuoicationr. AduaoccMrwbou8e and ow compaoy hom 
stafimg. or acquinng a m a j e t y  of thc votiog p o w  of. a baric progrnmming service carried in the United Slates hat 
COOI~SLS primarily of documcnmy, SC~COCE and name programmmg. subject Lo ccnaio exccptians. 

In connectiao with thc spin off. L i m y  c0nl"buted to m 100% of anentity that own% a 10% inkrest in ths Animal 
Planet iimiled omemhia. Our owoms in this cntitv indude Discov-. Cox Communication% and Advancdvcwhous=. . .  
Thc Stockholdns' Agiecmsnt prohibits IS from d i n g .  Vansferring or oth-rc disposing of citha of fhc rubridiaricr 
that hold the Diicavcry intcrcsl or Animal Plaod interest, rcspstivdy. unless. ana such transadon such subsidiaries 
are controlled by Ihc same penon m cnlity. 

The fargoing summq of the Dircovcry Sroclrholdm' Agscmenl is qualified by refereom lo tbc F d  lex, of the 
agrcrmcnl and amcndmcnts. 

R ~ d s t o r y  Matterr 

Arrent Medidis 

Somc of Ascent Mcdia's subsidiary cornpanics hold I ~ C C ~ D E I  and authorizatiom from the F c d d  Communications 
Comrmrrion. or AC. required far &c conduct of their busincs$zsl. inclvding earth station and variovr c b r e r  of wLclesr 

--in rervicca D Y D Y B ~ ~  to Sccfioo 214 of the Comrrmnicatiom AcL Most of the 
A C  Licenrcr held by sucb subsidiaics arc fm ~ m i V i c c e i v e  canh statioos. which canno1 k operated witbout 

. .  
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individual hcmscs. Thc licenser for thcsc stations M granted for a pcnd of fi+ y- and. w U c  fhc FCC gcnaally 
renews I ~ M S C S  for satellite eimh ~Lalions, thac c m  bc no a r m c c  that these l i c m ~ e s  will bc m n w e d  at their 
cxpplratioo de-. Regiruation with the FCC. &a than hccoring. i s  required for rccciving -missions from domcstic 
ralcuitcs from pointr wuitbio thc United States. Ascent Media d e s  OD &id p a y  licco~ci or autho~ations whca it and 
it3 subsidiaries transmit domcstic satellite w&ic !hmugh canh stntionr operaled by third panics. The FCC caabliahcs 
tcchrical rfandardf for rateUts b m i r r i o n  e q u p m ~ a  that change from fimc 10 6mc and q4Yircr  comdiaafion of smh 
statiom with Land-had microwavc system at ccnain f q u a c i c r  to a iwc  "on-hlsrfacnce. T m m i s r i o n  cquipmcot 
musf also he inrtaUcd and opcrated in a manom that avoidr cxposhg humans to h d l  lcvclr of radio-fqucncy 
radiation. nhc plaement of eimh stations or other antulnac also is lypicdly subjcft to regulation under local zoning 
ordinances. 

DiSCWery 

lo the United S t ~ k s .  the FCC rcguiater the providm of ratcuitc commvnications services aod facilities for Ihc 
mrmirrion of pmgrammiog services. fhc cablc tekvirioo systems that cany such s c M c u  and. to somc cxent thc 
availability of the p r o p d n g  rcniccs thcmvlrcs Ihrovgh its regulation of program licensing. Cable television 
systems in thc United SWI BTC also regulafei by mmicip&licr or other smc and local govc-01 authmiticr and M 
nrrcnUy rubjeet 10 federal rate rrgdation on the provision of baric service. Continued ms re@lallan 01 othu franchise 
conditions could plwc downward pressure on the fees cable Wcvlrion cornpanics M w i h g  01 able Lo pay for the 
Diaov- ncturorb. Regulatory carriage qulrrmcnts also could advasely affect the o m &  of c h m l s  available Lo 
carry the Discovery oetwork% 

The Cable Tclcvision Consuma Protcftion and Competilion Act of 1992 (the 1992 cable Act) d-4 the FCC 10 
promulgate rcgulationr rrgardmg the sa l t  and aqnirition of cablc prommmng bcfwccn multi-chanocl video 
progiamrmng disvlbulars (mcluding cable apna!orsj and sateuile-dciivaedpiogramming YTviCcs in which a cable 
~pcrator har an attnhutable i o t a ~ x ~  Beeauw cable operators havc LO attnbutahle iotsmt in Dircovay, the Dircovay 
networks M ruhjen to there ruler. me lcgislatioo and !he implsmsnting regulation$ adopbd by the FCC prrdudc 
virtually aU c x c I u i ~ s  p r o g a m i n g  c o n m e  bctweco cable operaton and rucllitc pogrammcrr affiliated with any 
cable operator and the 1992 Cable Act rqnircs that such affiliated programmas maLc thhnrprogmmming SCrviccI 
available to cabls operalm and competing multi-channel vidur programming dlrllibulorn on t- and cmdilionr that 
do not unfairly diwtiminalc among disvlbutors. As a result, D i u o v a y  bar "0, hen. and will not bc. able lo Mta inlo 
cxclvsive distnbution a&rezmmtS. which could providc marc favorable t-s than oon-exclurivc agiccmcotr. The 
cenmci ewlvrivity rcitnctionr will w n ~ f  i~ 2001. uulsrr extended by the FCC. The FCC V sxpepcctd 10 initiate a 
prwxcding io consider thc titension of fhc coowCf crclurivii'y mlcs early in 2W7. 

The 1992 Cabls Act rcquircd thE FCC, among other things. to prciSnbc rules and ~ p h t i m s  crtablirhing 
reasonable limits on the n u m k  of chmck on B cable system thu WiU bc allowed 10 cany programming in which the 
own_ of such cable systcm hap an arvlbutablc intcrcrl. In 1993. the FCC adopted such cbanncl carriagc Limits. HOWSYU. 
in 2001. the Urifei Stalcr Cow of Appeals for the Duhct of Colvmbis C i i t  found that the K C  had failed to 
adcquatcly jum the channd camimage b i t .  vacated the FCC'r dccirion and m a n d d  Ihc ru le  to thc FCC for further 
consideration. In rcspowc to thc Court's dccirion. the FCC isrucd a M a  notice of proposed rulcmaljng in 2W1 Io 
consider channcl carriage limitations. The FCC i m e d  a Second FimhcrNoticc of Proposed Rulcmaljng on May 17. 
2005. requesting mmmenl on thcrc ~JSYCS.  If such shamel carriage b i l a r i m r  M impirmenW the ability of C o r  
C o m m w l i c ~ l i o ~ ~  and Advancflcuhouu Io carny the full range of Discovery's nciworh could bc limited 

The 1992 Cable Act granted broadcartas a choice of m u t  carry righL! or reuanrmirrion con~cnt rights. The ruler 
adaplcd by the K C  gcncrally provided for mandatory carriage by cable systems of all local full-powcr cmnmcrcial 
i ~ l ~ v i r i o n  broadcas! signals wlccfing muit cany rights and. dcpcnding on 8 cable 1ys1~m.s channal capacity. nm- 
commcrrid tchviiion broadcast signals. Such rtaintorily mandated carrimage of broadcart stations coupled with the 
provirion% of thc Cable Communications Policy Act of 1984, which require cable television 6y31cmr with 36 or m a  
"activakd" channclr to ~ S C T Y C  P paceouge of such chamllr for commercial "IC by unafflliafei C?id partier and -1 
h c h i r s  authmitics to q u i r e  the cable opsrator 10 provide shanncl capacity. equipment and f.silitici for public. 
educational and government access channclr. could advarcly affccl the DIxavery ndwoib by limiting their camage of 
such r-cm in cable sys tmr  with limitedchannel cqxiuly. In 2001. the FCC adopted mlcr rclafing lo the cable 
&age of digital iclcvirion signals. h a n g  other tbiogr. the rulcr c b i f y  that P digital-only Wcvisioo station ran BJICS 
B nghl to analog or digital carriage on a cabls iyrtcm. 'the FCC initiated a fwthsr -ding 10 dcl-nc whether 
television smtiom may as661 tights LO carriage ofboth anslog and digit4 signals du ing  the m i i t i o n  to digital telcvirion 
and to earriagc of all digital rigoais ("muitcart must ~arry"). 00 February LO. 2005, the FCC dsnicd mandatory dual 
camimage ofa  tdcvirion station's andog and digital ~ignalr  during the digital slcvlrioo m r i t i o n  and mandatory cemagc 
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managcmcnt beliweE bat imponnnt compctitivc factors include bc pticca charged for propmming. thc qy~ntiIy. 
qualify and vaxic'y of fhe programming offered and the cffcctivmcrr of marketing cflonr. 

EmplOyea 

Wc -fiy havc no E q m a t r  cmploysci. Libcny povldrs IX with ca&n managcmcnt and a d m k t a t i v c  
s w i l l s  p-t to a scrvicea aseement, which includes the services of our c i m t i u c  officers lome of whom Tcrnaio 
crccutive uffrcen oflibsrty. 

As of Dcccmbcr 31. 2036. Ascsnt M d i a  had approximakly 4,000 cmploymr. masf of which waked on a Ill-lime 
basis. Apprarim&Wly 2.900 of Asccm Media's cmployces were employed in be Uniled Stater. with be remaining 1.103 
cmploysd oumidc bc Unitsd Stales, principally in ths U ~ t d  Kingdom and the Rspblic of Singapom. AppraUmrkLy 
400 of Ascent Mcdia's employees bclong to s i t h a  the International AUi- of Ihe-cal Sragc Employecr in tbc United 
Statcr M thc Broadcasting Eotsnainmcnt Ciocmarograph and Thcate Union in the U d e d  Kingdom. 

As of Ucccmbx 3 I ,  m 6 .  Discovery had approxirnatcly 4500 emplayeer. 

(dj Fin_ancial Infmatiooo About Gcoera~hic Arrnr 

For financial infomation iclaled to ulc geographic - in which we do business. sec note 17 Lo m x  consolidatad 
financial rhtemeofl found in Pan n af this q o n  

(e) Avarlablc Information 

All of o m  hliogr with the Semities and Exchange Comrmnr~on (bc "SEc'7, including our Form ID-Kn. 
Form l0Qr and Form 8-Kr. as well as amendmmtr 10 auch flings arc available on our Intanst wsbrite fret of charge 
gcncrally within ?A h o r n  aft- we file such material with fhc SEC. Our webritc a d h r s  is 
u7vw.dircavcryhoidiogcompany.com. 

Ow ulrporae governan= guidclincs, cudc of eulics. compcosation committee chana. and andit comMLtec charta 
arc aviulablc on our wbsitc. In addition. wc will p v i d c  a copy of any of theac documcno. fm of charge. I o  any 
rharcholdcr who calk M submits B request in witing (0 Invcsm Rclatioons. Discovery Holding Company. 12300 Libeny 
Boulward. Englcwmd. Colorado 801 12, Tcl. No. (8661 876-0161. 

o w  webrite is 001 incoipliald by refcrcncc hcxio Thc infomatiom c o o t a i d  

_____ Ilrm 1A. Risk Fkctom 

An invcsrmml io our common stock iovalvcs tirk. You should carcfvlly comida bc t i s b  dcsctibcd below. logstba 
with all of thc otha in fmmaho included in this annual q o n  in evalvaling our company and our camman rtocl;. Any of 
Ihe following tirlu. 9 realized. could have a mafcrkl adverw cffe.3 on the valuc of o w  common stock. 

We are o b i d i n g  compnny, and we could be v d l r  in Xhe@um to obi- cash in n m o x m  ruficimt IO rimice OW 

f i m ~ i a i  o b l i g a f ~ m  or mrcr eur other commilmcntr. Our ability to meel om fmancial obligatiom and othcr c o o u a c t d  
commitmcnll dcpcodr upan our ability lo access cash. Wc azc B holding company, and our 10- of cash inclvde our 
available cash balancer. 00 cash from thc operating acticilvities of our rubsidiaficr. any dividcndr and i n M s L  we may 
~ E ~ Y C  from m invclmmo. availabiliIy undo m y  crcdil facilities thsl wc may obtain in be Iulurr and p r o c d  from 
aoy ssrt d e r  w may mdEnatc in the hrm. The abulry of w e g  r u b r i d i d s  LO pay dividcodr or to malrr 
othcr pyrncnts M advanccr 10 YB dcpcnds on bck  iodividual opratmgrcruEs and any stafutq, rrgulatory m 
urnbactuai resoiicrionr LO which they may be M may &om sub&c.t. 

approximately $480 million. $6Y million and $125 million af carh born ill  opcrationr d-g be y- cnded 
Dccember 31. m. 2005 and zw4. rcmcctivsly. D i x o v a y  YSCI the cnrh it E a a a B I  from i o  owration* to fund its 

We do nor hiir YCCIII Io the cnrh rhnt Discovery gmrrarrrfrom Ur opernling mlivlfiel DiYOvcry genaatcd 
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